Journal of Applied Marketing Theory
Volume 3

Number 2

Article 4

12-2012

Consumer Response to Outsourced 1-800 calls: It’s the Solution
Not the Country
richard feinberg
Indiana University - Purdue University - Fort Wayne, xdj1@purdue.edu

Wenti Xu
Beijing University of Aeronautics and Astronautics, xuwenti@buaa.edu.cn

Leigh Hokama
Purdue University, lhokama@gmail.com

Follow this and additional works at: https://digitalcommons.georgiasouthern.edu/jamt
Part of the Marketing Commons

Recommended Citation
Feinberg, Richard, Xu, Wenti, and Hokama, Leigh (2012). Consumer response to outsourced 1-800 calls:
It’s the solution not the country. Journal of Applied Marketing Theory, 3(2), 52-62. ISSN: 2151-3236.
https://digitalcommons.georgiasouthern.edu/jamt/vol3/iss2/4

This article is brought to you for free and open access by the Journals at Digital Commons@Georgia Southern. It
has been accepted for inclusion in Journal of Applied Marketing Theory by an authorized administrator of Digital
Commons@Georgia Southern. For more information, please contact digitalcommons@georgiasouthern.edu.

Journal of Applied Marketing Theory
Vol. 3 No. 2, Page 52-62, December 2012
ISSN 2151-3236

Consumer Response to Outsourced 1-800 calls: It’s the Solution Not the
Country
Richard Feinberg
Wenti Xu
Leigh Hokama

AUTHOR INFORMATION
Richard Feinberg
Purdue University
Xdj1@purdue.edu
Wenti Xu
Beijing University of Aeronautics and
Astronautics
xuwenti@buaa.edu.cn
Leigh Hokama
Purdue University
lhokama@gmail.com

ABSTRACT
The growth of call center outsourcing and its emergence
as a political and economic issue may have obscured
some very important business and consumer issues. It is
believed by many that consumers cannot be satisfied
when calls are outsourced (offshored to India for
example). The purpose of this study is to understand the
relationship between where a call is answered and what
happened on that call. In this study call outsourcing is
placed within the well understood area of country-oforigin effects. Two experiments were completed in which
outsourced country was manipulated with call outcome
(resolution or no resolution). The findings showed that
with no other information presented consumers do have a
negative bias (lower expectations of satisfaction) against
calls answered offshore. Yet when offshore outsourcing is
presented in the context of what we know is important to
callers to call centers (speed of answer and resolution)
there
is
no
effect
of
offshore
calls.

INTRODUCTION
On April 18, 2009 Page B1 of the Wall Street Journal the headline reads… “Delta Air ends use of
India Call Centers (Prada and Sheth, 2009)”. The article reports that the reason for the end of
the program was that the “cost benefits of directing calls offshore are outweighed by the backlash
from customers.” “The customer acceptance of call centers in foreign countries is low Richard
Anderson, Delta’s chief executive said in a recorded message to employees. (B1).”
It is thought that consumers do not like it when they call a 1-800 number and reach a call center
in India (as the example above states). This study investigates consumer response to this
outsourcing of calls. Is it really the country or what happens on the call that is important?
Outsourcing call center operations is a business strategy to control expenses and handle
increasing call volume (Aksin, de Vericourt, and Karaesman, 2008; Anton and Chatterly, 2002).
Citing research by Datamonitor Ren and Zhou (2008) state that 1 in 15 agent positions in call
centers are currently outsourced to a foreign market. However, all center outsourcing is no longer
a simple business decision. Articles have appeared in popular magazines and newspapers (our
impression is that most of them are negative toward outsourcing of call centers) such as Foreign
Affairs, Newsweek, CNN (Lou Dobbs being the loudest opponent), Business Week, PC
Magazine,
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Time Magazine (cover story), The Economist, The Wall Street Journal, and The New York Times.
Despite this widespread interest and coverage there is surprisingly few hard numbers and
research on the economic, political, business, and consumer aspects of call center outsourcing
(Hilsenrath 2004; Kane, Schaefer, and Fraser 2004). General overviews of the issues involved in
outsourcing are available (e.g., Anton and Chatterly 2002; Bibliography: Global outsourcing,
2004; Mankiw and Swagel, 2006; Off Shore 2004; for an extensive review of articles books and for
key Internet links see www.bobpearlman.org/Strategies/Offshoring.htm#articles ). The outsource
debate is not just about words. Proposed legislation like The USA Jobs Protection Act would
prohibit companies from hiring foreign workers when U.S. workers are available. In 2008 39 (in
2004 there were 20 States) State Legislatures had introduced bills to make various forms of
outsourcing illegal (go to The National Foundation for American Policy at
http://www.nationalfoundationforamericanpolicy.org/researchactivities/globalsourcing/
for
tracking of legislative efforts.
If surveys of executives are a reflection of what will happen outsourcing of call centers will
continue to grow despite the recent bad press concerning outsourcing (Chittum 2004). This
proposed increase driven, according to these surveys, mostly by personnel costs that alone could
reduce call center costs by 50% (Ust 2004). Costs are not a minor matter. The consumer demand
for contact is far greater than a company’s ability to increase productivity of current call center
operations of build out ability of new call centers.
COUNTRY OF ORIGIN EFFECTS (COO)
Having 1-800 calls answered in another country is conceptually similar to buying products
manufactured in other countries. Marketing research shows that country of origin is part of a set
of informational cues available to the consumer for making judgments and purchase decisions.
(Liefeld 1993). Extrinsic cues, like country of origin, appear to increase in importance as other
information about products decreases (Huber and McCann 1982). There have been any number of
studies looking at and finding different COO effects are more pronounced when single cues
rather than when offered as part of multiple cues (Johansson, Douglas, and Nonaka 1985). With
no other information present country of origin determines consumer beliefs and attitudes (in the
50’s and 60’s with no other information present products from Japan were considered to be low
quality…in the 90’s and 2000’s this country of origin effect reversed (now Japan made great
quality products).
THE CONSUMER ISSUE IN OUTSOURCING OF CALL CENTERS
Experts appear to believe that consumers are dissatisfied with their outsourcing experience
(Think clearly about offshore outsourcing, 2004). Until recently most of the evidence has been
anecdotal (although we would guess that if you ask consumers if they like their 1-800 calls
answered in India they would say “No” simply because of a country of origin effect), personal
agenda (belief that it is always better to increase jobs in the US), and examples of companies who
have pulled back their outsourcing (e.g., Dell), rather than any empirical evidence (Castro, 2003).
Recently Whitaker, Krishnow, and Fornell (2008) used the American Customer Satisfaction
Index report greater customer dissatisfaction with companies who have outsourced operations. A
more productive outsourcing debate (for the business and consumer part of this debate) is
achieved by framing the outsourcing question with: What is the effect of outsourcing on levels of
customer satisfaction and loyalty since satisfaction and loyalty are the goals of having call
centers (answer questions and/or resolve problems)?
Anton and Setting (2004) report that consumers are not satisfied with outsourced calls and this
dissatisfaction shape image of company and intent to purchase. They report 22% of respondent
say they would not purchase from a company again if they call an 800 number and ascertain it is
outsourced (foreign) and 44% would consider decreasing their spending.
Based on what we think we already know about COO effects consumers will probably not believe
that 800 calls routed to India will lead to satisfaction. But the issue when framed this way is very
misleading and provides great strength to a priori and simple COO views of calls to India. 800
calls to India (or anywhere) do not happen in a vacuum. Do consumers like or dislike call center
experiences from India compared to not being able to get through and/or not getting a response to
a question when they call an 800 number? It is in this comparison that we might understand
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outsourcing better. Let’s frame two extremes. In one the customer experiences a call center in
Phoenix and an equal experience in India. In this scenario which is preferred? In the other
extreme, the consumer has a bad consumer experience from Phoenix (no resolution, long wait
times, rude CSR – customer service representative) and a good experience from India. Now,
which does the consumer prefer? Is the customer better off getting a perpetual busy signal,
tripling of average speed of answer, great abandonment rates, and potentially never getting
solution or getting a CSR and an experience in Bangalore, India (a center of call centers) with
quick pick up and a high probability of solution? This is the choice that consumers will actually
be facing and is the frame within which a discussion of the business and consumer outsourcing
debate should be placed.
The conceptual foundation for this paper is simple. Consumers call an 800 number to a company
with a question they want answered or problem they want resolved. If the question is answered
or the problem resolved then they probably do not care if this happened in Phoenix, Ireland or
India. This certainly what Ren and Zhou (2008) suggest in papers that build call center
outsourcing decision models.
There really is good reason to believe that consumers (all other things equal) do not care if a
call is answered in India, Ireland or the U.S. First, the country of origin literature suggests
that consumers do not know and do not use if they know the country of origin of products in
purchase decisions (Arndt 2004) (although a foreign accent on a call makes this area of
research different than that done on country or origin). Second, Feinberg, Kim, Hokama, de
Ruyter, and Keen (2000) found that only speed of answer and resolution of problem to be
determinant factors in caller satisfaction to a call center. If an outsourced call is more likely
to lead to faster answer of the call and more probable resolution then it may not matter
where the call is answered. This leads to the two main hypotheses for this study:
H1: With no other information an outsourced call (answered in India for example)
will lead to greater anticipation dissatisfaction than a call answered in the U.S.
H2: When information is added about speed of answer and problem resolution to the
source of a call, speed of answer and problem resolution will effect caller
satisfaction but the source of the call (U.S. versus India) will have no impact.
STUDY 1
The first study is relatively simple. Given no other information will consumers believe that their experience
with outsourced calls will lead to less satisfaction than calls to a U.S. call center? Previous research
suggests that COO effects are stronger in single cue situations. Popular press accounts suggest that
consumer believe that calls answered in India to be less likely to be positive. With no other information
about an outsourced call (India) consumers will guess that they will have greater perceived dissatisfaction
than a call answered in the U.S.
METHODOLOGY
A convenience sample of fifty male and female consumers “qualified” as consumers who
have made an 800 number call to a call center volunteered for this study.
PROCEDURE
Consumers were randomly assigned to one of two groups. The groups were defined
by information presented to them in a short paragraph. They were asked to imagine that they
have just called a call center to get help with a computer problem they were having with a
computer they purchased two months ago. The only difference in the information was that the
call center was in India or the Midwest-U.S. The information scenarios were pretested
to yield the information desired (that the call center was from the US or from India) and
that there was a computer problem 30 minutes after the first presentation of the information.
Two questions were asked.
How satisfied would they be with this company? (very satisfied to very dissatisfied- 5 point scale)
How well would you estimate this company’s ability will be to solve your problem? (0-100%)
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RESULTS
ANOVA’s were used to test for significant differences between the two groups. Findings were as
anticipated:
1. There was a significant different in satisfaction, F(1,48)= 90.8, p<.05. Consumers
faced with a call answered in India believed they would be significantly less satisfied
(4.2 – U.S. 2.0- India).
2. There was a significant difference in their estimate that their problem would be
solved. Consumers faced with a call taken in India were less positive (39.3% chance of
solution) that their problem would be solved then if the call was answered in the U.S
(83%), F (1, 48)=82.1, p<.05.
DISSUSSION
As we predicted with no other information presented consumers were more likely to be more
dissatisfied with a call answered in an Indian outsourced call center and less likely to believe
that their problem would be solved. This finding appears consistent with experts’ beliefs about
how consumers feel about outsourced calls with no other information.
STUDY 2
Feinberg et al. (2000) showed that only resolution and average speed of answer are important for
caller satisfaction. Their study did not include country of origin as a factor. In this study
consumers were given information about where the call was answered (US or India), whether the
call was answered fast or slow, and whether they got a solution or no solution. It was predicted
that:
1. There would be a significant effect for whether the problem they called for was
resolved. Resolution would mean satisfaction, greater intent to purchase, and greater
belief that the company would be solving other consumer’s problems.
2. There would be a significant effect for speed of answer. Compared to slow answer
(consumers wait) faster call answering would lead to greater satisfaction, greater
intent to purchase, and greater belief that the company would be solving other
consumers” problems.
3. Country of origin may accentuate the dissatisfaction of slow answer and no
resolution. The negative preconception of having a call answered in India might make
the fact that there was no resolution and that they had to wait longer more negative.
METHODOLOGY

One hundred forty consumers (who had made a call to an 800 number the past year)
volunteered for this study. They were randomly assigned to a group in a 2 (call center in
India- U.S) x 2 (average speed of answer - fast-slow) x 2 (problem solved- not solved)
factorial design.
PROCEDURE
Consumers read a short narrative describing the situation. The only differences in the stories
were the variables mentioned above. These narratives were protested to achieve the perception of
variables manipulated (source of call center, speed of answer, and resolution).
Subjects were asked:
How satisfied would they be with the company (very satisfied to very dissatisfied in a 5 point
scale)
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Would they be more or less likely to buy a computer from this company ion the future? (very
likely to very unlikely 5 point scale).
How well would this company be in solving consumer problems for other customers? Estimate
0%-100% the percentage of all customers who have their calls solved.
RESULTS
The research questions were addressed by completing a 2 (USA-India source of call center) x 2
(answered fast-slow) x 2 (solution – no solution) ANOVA on each of the dependent variables
(satisfaction- intent to purchase- probability of solving others problems) (see Table 1).
Table 1
Customer Satisfaction with Call
ANOVA – Satisfaction with Call

Model

SS
276

DF
7

MS
39.43

F
60.1*

VAR 1 – USA – INDIA
VAR 2 – FAST – SLOW
VAR 3 – RESOLUTION

.004
17.6
251.1

1
1
1

.004
17.6
251.1

VAR 1 * 2
VAR 1 * 3
VAR 2 * 3

.36
.00009
9.59

1
1
1

.36
.00009
9.59

.55
.000
14.62*

VAR 1 and 2 and 3

.54

1

.54

.83

Error
Total

85.56
1394.00

132
140

66

006
26.8*
382.9*

R2 = 761
*p< .05
The ANOVA yielded a significant main effect for whether the call was answered fast or slow , F
(1,132)= 26.81, p<.05 and whether or not there was a solution, F (1, 132)= 382.9, p<.05. The
interpretation of these effects must be understood in light of an interaction between speed of
answer and resolution, F(1,132)= 14.62, p<.05 . There was no main effect or interactions for
whether the call was outsourced.
Fast answer to call led to higher levels of satisfaction (3.03) than slow call answering (2.46).
Solution led to higher satisfaction (4.14) than no resolution (1.33). The interaction shows that the
effect of resolution is greater than the effect of speed of answer on satisfaction. Solution + Fast
answer led to greater satisfaction than either one alone (see Table 2 ).
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Table 2
Means for Study 2
Satisfaction with Call
US

INDIA

Speed of Answer

Fast

Slow

Fast

Slow

Resolution
Yes
No

4.61
1.53

3.4
1.12

4.65
1.31

3.89
1.35

Intent to Purchase
US
Resolution
Yes
No

INDIA

Fast

Slow

Fast

Slow

4.84
1.76

3.2
1.41

4.3
1.44

3
1.65

Estimate of Solution

Resolution
Yes
No

US
Fast
81.1%
38.5%

INDIA
Slow
65.3%
43%

Fast
72.9%
39.4%

Slow
61.9%
40.3%

The results of the analysis was the same for intent to purchase from the company as the results
for customer satisfaction. There was no main effect or interaction for whether the call was
outsourced. But there was a main effect and interaction for speed of answer and resolution. (see
Table 3).
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Table 3
ANOVA – Intent to Purchase

Model
VAR 1-Outsourced-US-India
VAR 2 – Fast-Slow
VAR 3-Resolution

SS
192.00
.43
15.67
164.09

DF
7
1
1
1

MS
27.13
.43
15.67
164.09

F
27.39*
.43
15.66*
163.87*

VAR 1 * 2
VAR 1 * 3
VAR 2 * 3

.57
.15
12.50

1
1
1

.57*

.57

.15

.15

12.50

12.49*

1*2*3

.82

1

.82

.82

Error
Total

132.17
1334.00

132
140

1.00

R2 = .592
*p< .05
Faster answering of the call led to higher intent to purchase (2.99) from the company than slow
answer (2.32). Resolution-solution led to greater intent to purchase (3.74) than if there was no
resolution (1.56). The effect of resolution was greater than the effect for speed of answer (see
Table 4).

Table 4
ANOVA – Perceived Ability to Solve Consumer Problems
Model

SS
35201.05

DF
7

MS
5028.72

F
14.07*

1-Outsourced
2-Speed of Answer
3-Resolution

384.32
999.11
31375.18

1
1
1

384.32
999.11
31375.18

1.08
2.80
87.8*

3.45
199.14
*p< .05
2258.25

1
1
1

3.45
198.14
2558.25

.01
.58
6.32*

1*2*3

152.31

1

152.31

.43

Error
Total

47168.10
519172.00

132
140

357.33

R2 = 427

47168.10

132

357.33

1*2
1*3
2*3

*p< .05
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There was no significant main effect or interaction for outsourcing. There was a significant
main effect for resolution, F (1,132) = 87.8, p<.05 and a significant interaction between speed of
answer and resolution, F (1,132)= 6.3, p<.05.
Consumers believe that the company is significantly more likely to solve others problems when
they experience a resolution (70.30) than if they do not get a solution to their call (4.03). Speed of
answer only has an impact when the consumer experienced a resolution.
DISCUSSION
When no other information is presented consumers believe that they will be more dissatisfied
and companies have less of a chance of answering questions or solving problems when a call is
outsourced (Study 1). But when outsourcing is combined with operation issues we know to be
important to customer satisfaction (speed of answer and resolution) outsourcing simply is not a
determinant factor in caller satisfaction (Study 2).
The findings highlight a number of operational issues. First, if consumers believe, a priori, that if
a company is likely to have outsourced calls, they might be more dissatisfied with the company
before they do anything. In a competitive world where the smallest of small piece of marketing
information can have an impact on purchase and word of mouth this can be a significant issue for
a company. This negativity bias is important for other reasons. It may be that it takes 3 seconds
for consumers to come to a conclusion about a call to a call center. If they hear an American
accent they think they will be more satisfied, think they have more of a chance of getting a
solution. If self-fulfilling prophecies work in this arena believing that you will be more satisfied
may actually lead to greater satisfaction with a call then if you do not believe you will be
satisfied. This translates to…if a caller hears an Indian accent then they will believe they are
less likely to have a solution so they hang up quicker and even given an equal solution may be
more dissatisfied with it. So outsourcing may have a negative impact.
The finding suggest that companies need to make certain that if they are outsourcing they prime
the customer and reinforce the customer by suggesting that they will get as good a solution when
the call is going to be answered in another country before they actually speak to the CSR. Given
these findings it makes sense to frame the issue for callers as follows- Press one if you want a call
center in the U.S. but be prepared to wait a long time. But if you want a solution much faster,
and we guarantee that you will get a solution, press 2 and your call will be answered with no
wait at a call center in India.
The findings make it clear that outsourced, in-sourced or co-sourced call centers must make
certain that a call is answered quickly and that consumers get an answer or get their problem
solved. The studies were experimental in design in order to maximize the ability to understand
cause and effect statements. There is no reason to think that these same variables do not hold in
applied settings (Feinberg et al. 2000). Given the myriad of variables that call center gurus and
centers think are important the two variables that seem to be important may be getting lost.
There is technical/technological reason why only calls that have a 95+% chance of easy answer be
routed to an off shore call center. Calls with lower probability of solution could be routed to more
advanced CSR’s in the U.S. Let’s not miss the point that for every dollar saved by outsourcing is
a dollar that a company could invest in higher level customer service for hard issues and
investment in new technology that actually helps deliver customer satisfaction (Bailey and
Farrell, 2004).
IMPLICATIONS FOR MARKETING PROFESSIONALS
Call center protectionism is likely to increase because of the political issues involved. But these
political pressures must be balanced by the political understanding that call centers in India
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bring the American Dream to developing countries ( as Tom Friedman makes clear in a video
“The other side of outsourcing” http://shopping.discovery.com/product-56037.html). Developing
countries are finding outsourcing to be a significant driver of economic and technological growth
(Beshouri, Farrell, and Umezawa, 2005).
Companies who feel the need to justify their outsourcing of call centers should not deny or
obfuscate the fact that outsourcing of calls is occurring. They should remind their consumers that
sometimes the choice is to outsource of be on perpetual hold since consumers do not always
consider what the alternative would be and fantasize that businesses are able to answer every
call in 3 seconds and simply outsource because they do not want to. The results also suggest that
consumers need to know how many other or simply that other consumers find excellent solutions
when dealing with the outsourced centers. Consumers will conform to social norms and knowing
that other consumers have no complaints make it more likely that consumers will stay and find
the solution and be less likely to complain.
But the real issue is the ability to satisfy customers. In the Wall Street Journal article
announcing and explaining Delta’s moving calls back to the U.S. because consumers do not
accept foreign agents what Delta’s CEO fails to account for is the probably higher lack of
resolution in the foreign calls and the frustration and negative effects of higher calls being
abandoned and longer wait times and increased CSR role stress ( de Ruyter, Wetzels, and
Feinberg, 2001) based on the inability to handle call volumes in the US centers. This study
suggests that consumers do not care where the call is answered. They want it answered quickly
and they want an answer. Outsourcing may help companies meet the increasing demand for
customer access without sacrificing customer satisfaction.
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